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COMMONWEALTH OF VIRGINIA
STATE CORPORATION COMMISSION

AT R CHVOND, MARCH 20, 1998

COVWONVWEALTH OF VIRA NI A
At the relation of the

STATE CORPCRATI ON COWM SSI ON
CASE NO. PUE980138
Ex Parte: In the matter of
requiring reports and actions
related to i ndependent system
operators, regional power
exchanges and retail access
pi |l ot prograns

ORDER ESTABLI SHI NG | NVESTI GATI ON

Pursuant to order in Case No. PUE950089, dated Decenber 1,
1997, comments were sought frominterested parties regarding
several recommendations in the Staff's "Draft Wrking Mdel for
Restructuring the Electric Utility Industry in Virginia," ("Staff
Report") dated Novenber 7, 1997. Those recommendati ons concern
rate review and evaluation, retail access pilot prograns,

i ndependent system operators ("I1SGs") and regional power
exchanges ("RPXs").

Comments were received in January, 1998, fromthe follow ng
entities: Allegheny Power; Apartnment and O fice Building
Associ ati on of Washi ngton; M dcon Corporation, Southern
Environnmental Law Center; Virginia | ndependent Power Producers,

Inc.; Virginia, Maryland & Del aware Associ ation of Electric


http://www.state.va.us/scc/contact.htm#General

Cooperatives, A d Dom nion Electric Cooperative, and the Virginia
Di stribution Cooperatives; Enron Corporation; Appal achi an Power
Conpany; Virginia Committee For Fair Uility Rates; Virginia
Power; Division of Consuner Counsel, Ofice of the Attorney
CGeneral ; and Eastern Power Distribution, Inc.

The Conm ssion has considered these coments and the Staff
Report. W now find it appropriate to require further activities
and information fromvarious parties to assist us in noving
forward as expeditiously as possible in the evolving world of
electric utility restructuring. This order establishes a
separate docket for that purpose.

The Staff Report recommended that the Comm ssion hel p enable

the formation of one or nore |1 SGs and RPXs, and the
i npl ementation of retail access pilot prograns and studi es.
Staff Report, p. 13. The Staff Report noted that there are many
i ssues and problens to be addressed regardi ng each such subject.
That point is certain, and we find that the Staff was correct in
urging that the above neasures be taken.

These matters have gained additional inpetus fromthe
Ceneral Assenbly, which passed two rel ated neasures during the
recent |egislative session.

Senate Joint Resolution 91, in part, requests the Conmm ssion
to direct the inplenentation of various restructuring pil ot
prograns, and the devel opnent of |1S0Cs and RPXs. House Bill 1172
concl uded, anong a nunber of other provisions, that the

Comm ssion and parties involved in electric generating and



transm ssion facilities, as well as the sale of electricity in
Virginia, should work together to establish, by specified
deadl ines, 1SOs and RPXs to serve the public interest.?

We are generally aware that conpani es such as AEP-Virgini a,
Al | egheny Power and Virginia Power are already engaged in efforts
to devel op one or nore |1SCGs, and perhaps RPXs.? \While those
activities may continue, we will direct in this order that they
now be conducted in conjunction with the Staff and ot her
i nterested stakehol ders, and that they focus on both | SGCs and
RPXs. Conpanies that have not started work in these areas w |
be required to do so, under the sane procedures. |In addition, we
W ll require that various parties supply us with infornmation as
to their previous and present activities, and future plans and
activities, regarding 1SCs and RPXs. Finally, Virginia Power and
AEP-Virginia will be directed to develop pilot progranms in
cooperation with Staff and other interested parties.

Certain of the information we seek in this order nay be
deened by one or nore entities subject to the obligations hereof
to be so commercially sensitive that it should be handled in a
confidential manner. However, these matters are of overriding
inportance to the public interest; they affect vital public
services; and the public should therefore have reasonabl e access
to the information which will be devel oped herein. Undue secrecy

will also delay the progress of our work in this area. The

! As of the date of this order, HB1172 has not been signed into | aw by the
Gover nor.

2 cur Staff was provided this week with a report on |1SGCs prepared for

Al | egheny Energy, Virginia Power and other conpanies by the National Gid
Conpany pl c.



Conmmi ssion intends to conduct its consideration of these issues
in as open and expeditious a process as reasonably possible.
Therefore, in an attenpt to bal ance conpeting interests, we wl|
adopt the procedures set forth in ordering paragraph VIl., bel ow,
with regard to confidential treatnent of information in this

case.

ACCORDI N&.Y, | T IS HEREBY ORDERED THAT:

. Al investor-owned electric utilities doing business in
Virginia shall begin work imediately, in conjunction with the
Staff and other interested stakeholders, including entities
providing electric generating and transm ssion facilities, those
involved in the sale of electricity, the Attorney General's
office, representatives of environnental interests, and
residential, commercial and industrial custoners, or
representatives thereof, to develop one or nore 1SGs and RPXs to
serve the public interest in the Cormmonweal th

| SO and RPX proposals shall address, without limtation
i ssues of consuner protection, just and reasonable rates, narket
power, generation and transm ssion adequacy and reliability,
accommodation of the interests of Virginia s retail electric
cooperatives, A d Dom nion Electric Cooperative and mnuni ci pal
el ectric systens and protection of the environnent.

The details, objectives and characteristics of proposed | SCs
and RPXs shall be devel oped and filed with the Conm ssion by said

conpani es as soon as practicable, but, in any event, so as to



al | ow necessary and appropriate consi derations of these
proposal s, including any necessary public hearings, in atinely

f ashi on.

1. Al investor-owned electric utilities doing business in
Virginia, and Od Dom nion Electric Cooperative, are directed to
file a report with this Comm ssion on or before April 15, 1998,
covering the period through March 31, 1998, responding to the
follow ng questions with regard to their previous and present
activities, and future plans, concerning | SOs and RPXs:

A, \What activities, discussions or neetings, if any,
has your conpany, or any affiliate(s) of your conpany, conducted
in the past, or is your conpany or any such affiliate(s)
conducting currently, either internally within such conpany or
affiliate, or anong them or with outside parties, regarding the
formati on or operation of one or nore 1SGs or RPXs? Provide ful
details of all such matters, including:

1. subjects or issues discussed, parties

i nvol ved, questions resolved, conclusions
reached, and agreenents or proposed
agreenents executed or devel oped.

2. the conposition, nenbership, operational

principles and details, and geographi cal
limts of any potential or proposed |ISGCs

and/ or RPXs.



3.

t he proposed or projected schedule for

i npl enent ati on and operation of such |SGCs
and RPXs, including dates for signing of
agreenents, dates for filing for approval
by appropriate federal and state
authorities (specify and descri be what
approval s are necessary), dates for
conducting trial periods, in-service
oper ati onal dates, etc.

the projected costs and staffing |evels
of such entities, including initial,
start-up costs, as well as operating
costs. How and by what entities wll
such costs be paid?

potential 1SOs and RPXs rejected and the
reasons and anal ysis | eading to such
rejection (if any potential |SO was
rejected due to a concl usion that

i nadequate transm ssion or power transfer
capabilities exist for such I SO provide
an anal ysis of what steps, including

proj ected costs, would be necessary to
correct such problens. Also, state

whet her the entities concerned intend to
pursue these solutions, and why or why

not.).



10.

potential | SOGs and RPXs that appear

vi abl e and the reasons and anal ysi s

| eading to such conclusion of viability.
anal yses of how specific potential |SGCs
and RPXs will or can be structured and
governed so as to assure efficient,
proper operation and i ndependence of such
entities fromany influence from

I nappropriate outside sources.

anal yses of issues of transm ssion and
power transfer capability constraints and
mar ket power (vertical and horizontal)
related to such activities or entities
and how such issues will be addressed.
specific anal yses of the tine-rel ated
"must-run" characteristics of all units
| ocated within the geographic area
bounded by any 1SO and/or RPX that is
bei ng pursued.

proposal s and anal yses addressing the
follow ng issues: (i) the efficient

| ocation of generation; (ii) the
efficient construction of new

transm ssion facilities; (iii)

transm ssion pricing nethodol ogi es,

i ncl udi ng congestion pricing; and (ivVv)



internal nonitoring and assessnent
practices.
11. any narket studies or other studies
conducted regardi ng any such matters.
12. copies of all relevant docunents.

B. Wth regard to all matters reported on above, how
woul d the public interest have been, or be, benefited or harnmed
by the specific matter discussed, and nore broadly, how is your
conpany attenpting to bal ance sharehol der and custoner interests
inall of its activities regarding |ISO and RPX i ssues? Provide
copies of all relevant docunents.

C. Wth regard to all matters reported on above, how
woul d the interests of Virginia' s retail electric cooperatives,
A d Dom nion Electric Cooperative and nunicipal electric systens
have been, or be, benefited or harnmed by the specific matter
di scussed, and nore broadly, how is your conpany attenpting to
accommodat e the needs and special considerations of such entities
inall of its activities regarding |SCs and RPXs? Provide copies
of all relevant docunents.

D. What future activities does your conpany, or any
affiliate(s) of your conpany, plan, if any, with respect to the
sanme issues and questions raised in ordering paragraphs I1.A, B
and C., above? Report in the sane detail and specificity as
delineated in such ordering paragraphs. Provide copies of al

rel evant docunents.



I11. Al investor-owned electric utilities doing business
in Virginia, and A d Dom nion Electric Cooperative, are directed
to file a report with this Conm ssion nonthly, beginning May 15,
1998, (covering the imedi ately precedi ng cal endar nonth), until
further order of this Comm ssion, responding to the sanme
guestions with regard to their previous and present activities,
and future plans, concerning | SOs and RPXs, as set forth in

ordering paragraph Il., above.

V. Al entities subject to the obligations inposed by this
order shall cooperate fully with the Staff of this Conm ssion
and respond within ten days to Staff data requests,
interrogatories, and other requests for information which the
Staff may propound, regarding the issues and questions raised in

this order.

V. Virginia Power and AEP-Virginia, which together serve
85% of retail electric custonmers in Virginia, shall begin work
i mredi ately, in conjunction with the Staff, directed toward the
i npl ementation in each of said conpanies' service territory of at
| east one retail access pilot programand study. Such prograns
shal | be designed to address at |east the issues and concerns
identified on pages 14 through 15 of the Staff Report. As a part
of such efforts, the conpanies shall conduct workshops w th other
i nterested stakehol ders, such as entities providing electric
generating and transmssion facilities, those involved in the

sale of electricity, the Attorney General's office,



representatives of environnmental interests, and residential,
commercial and industrial customers, or representatives thereof,
to solicit input regarding the proper structure and
characteristics of such pilots.

The details, objectives and characteristics of such proposed
pil ot prograns shall be devel oped and filed with the Conm ssion
by said conpanies on or before August 1, 1998. By further order
of this Conm ssion, any necessary public hearings will be
schedul ed after said date to consider such proposals.

O her conpanies providing retail electric service in
Virginia are welconme to propose retail access pilot prograns in
their service territories as well.® They may do so by notifying
the Staff in witing of such intention as soon as practicable and
by followi ng the procedures set forth in this ordering paragraph

V.

VI. Al interested parties may file coments with the
Commi ssion on or before April 30, 1998, on the matters covered in
this order. In particular, parties are invited to suggest issues
for consideration and investigation regarding |SCs and RPXs in
addition to those raised in this order. Such parties may al so
comment in response to any reports or filings required in

ordering paragraphs |I. through V. hereof by filing such conments

® The Staff Report recomrended that pilot programs al so be inplenented by at
least two retail electric cooperatives. Wiile we are not mandating that step
at this time, cooperatives are encouraged to propose pilots on their own
initiative.

10



on or before 15 days after the filing dates of any such reports

or filings.

VII. The follow ng procedures regardi ng confidenti al
treatnent of material shall be observed by Staff and all parties
her et o.

A. Any entity seeking to have any portion of material
it files in this case handled in a confidential manner shal
append an affidavit to such material, signed by a responsible
official of said entity, stating which portion or portions of
said material should be kept confidential and specifying in
explicit detail why confidential treatment is necessary. For
exanple, if the claimis that disclosure could harmthe conpany
comercially, this contention nust be supported in detail. Such
affidavit shall include a representation that such material is
not otherw se available to the public. The affidavit shall also
state whether confidential treatnent is requested for the
affidavit itself, and the reasons therefor. GCeneralized
statenents of the grounds for confidential treatnent of
materials, or an effort to have entire docunents handl ed as such,
wi Il not be deened sufficient conpliance with this procedure.

B. Material containing information which is sought to
be kept confidential under paragraph A, above, shall be filed
with the Commission in two copies. One copy shall be a conplete
and correct copy of the material, with no redactions. The

Comm ssion and its Staff shall have full access to this copy.

11



The ot her copy shall have proposed confidential material,
described in the affidavit, redacted. This second copy shall be
distributed by the filing entity to the persons on the service
list created under ordering paragraph VIIl., below, and such copy
will also be nade avail able for public inspection in the Cerk's
Ofice.

C. Upon conpliance with the above procedures, the
Comm ssion wll hold the proposed confidential material under
seal until after at least three days' notice to the filing entity
of an opportunity for hearing, and further order of the
Commi ssion after such opportunity. Proceedings to review
confidential treatnment of material may be initiated on the
Comm ssion's own notion, or on notion of the Staff or any party
ininterest. Parties in interest seeking access to such materi al
under confidentiality agreenents may file appropriate notions

with the Comm ssion.

VIIl. To provide initial notice of this proceeding, copies
of this order shall be sent to all persons currently on the
service list for Case No. PUE950089. Those entities required to
file any docunents or materials with the Conm ssion under any
provision of this order ("Filing Entities") are required to serve
copi es thereof, simultaneously with such filing, only on persons
in interest which have provided witten notice to the Clerk, with
si mul t aneous copies to all Filing Entities and those persons in

i nterest which have previously provided such witten notices,

12



t hat such persons desire to receive copies of docunents or
materials in this case. Those giving such notice shall be
supplied by the Filing Entities with copies of all further
filings in this case which are due at |east 15 days after the
date of receipt of the notice. Only entities on the service |ist
created by the notice procedure described in this paragraph shal
recei ve copies of further pleadings and orders in this case. The
provi sions of this paragraph are subject in all respects to the
provi sions regarding confidentiality contained in ordering

paragraph VII1. hereof.
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